Abstract: Social and cultural determinants of economic institutions and outcomes have come to the forefront of economic research. We introduce religiosity, measured as the share for which religion is important in daily life, to explain institutional quality in the form of property rights and the rule of law. Previous studies have only measured the impact of membership shares of different religions, with mixed results. We find, in a cross-country regression analysis comprising up to 112 countries, that religiosity is negatively related to our institutional outcome variables. This only holds in democracies (not autocracies), which suggests that religiosity affects the way institutions work through the political process.
Introduction
Property rights and the rule of law have been shown to be of central importance for economic growth and development.
1 This result makes it relevant, for anyone concerned about economic growth and development, these sets of institutions. In the words of Levine (2005: 62) , '[t] he law, property rights and contracting are inseparable. Statutes define property rights. At a broader level, legal systems consist of the entire apparatus of courts, procedures and institutions associated with enforcing property rights' (see also Hayek, 1960 Hayek, , 1973 . As the rules per se and their enforcement are intertwined yet separate, this motivates investigating both of these measures alongside each other.
The previous literature relating religion to institutional quality has mostly looked at shares of adherents of specific religions, and it contains mixed and conflicting results (La Porta et al., 1999; Stulz and Williamson, 2003; Levine, 2005; Ayyagari et al., 2006; North et al., 2013) . Using our measure of religiosity in a cross-section of 112 countries, we find that it is negatively related to the institutional outcome variables.
In contrast, other aspects of religion that we control for, membership shares of the large religions and religious diversity, do not attain significance.
We expand the analysis in two ways. First, by clarifying causality by means of instrumental variables, since religiosity might affect the quality of institutions and since the quality of institutions might affect religiosity. While we do not rule out a complex interrelationship, we find support for the former causal direction. Second, we allow the effect of religiosity on the rule of law and property rights to vary according to the degree of democracy, to learn more about the mechanism underlying the relationship between religiosity and institutional quality. We find that the effect is larger the stronger the degree of democracy and non-existent in autocracies. This can be interpreted as a willingness of political decision-makers in a democratic setting to adapt and cater to religious voters and interest groups.
A theoretical primer
How may religiosity, in the sense of religion being important to people, influence the rule of law and property rights? We propose that religiosity can influence the politicians who design institutions and make policy within the framework provided by them. This influence is multifaceted, as portrayed in Figure 1 . First, religious voters can affect politicians in office both directly and indirectly, and through the act of voting they help determine who gets elected. The direct influence stems from religiously coloured political views, which either the religious consciously and actively give voice to in the political process or which are simply passively held but catered to by politicians striving for the support of voters. One reason that politicians might care is if either the median voter holds strong religious beliefs or if groups that are sufficiently large to be politically interesting do so. The indirect influence comes about by religious people's general behaviour being such that it affects the perceived need for formal institutions. If a large portion of the population is religious and if this has bearing on variables like honesty, trust and criminality levels in society, this could make decision-makers care more or less about economic and legal rules and systems of enforcement of those rules.
Second, the religious may form and be active in interest groups that likewise attempt to convince policymakers to take their positions into account, in exchange for some type of support. This could be in the form of religious organizations, like established churches, or more cause-oriented groups. Interest groups are most usually thought of as constituting minorities that try to affect policymakers on specific issues -and this may be the case for religiosity as well. That is, even if the median voter or large groups of voters are not religious, interest groups will still try to succeed with their causes (perhaps especially then, since their efforts are not needed as much otherwise). However, it could also be that the median voter and large groups of voters are religious, that religious interest groups are advocating the same institutional design as decisive or that religious positions are assigned more moral authority. In such cases, the religious influence will be even greater.
Third, the politicians themselves can, in addition to responding to the views of religious voters and interest groups, be religious and experience a personal preference for following a religious belief in their legislative activities. If the politicians thereby are in personal alignment with a religious median voter, large groups of religious voters and religious interest groups, this will make the influence of these actors even stronger and more straightforward. If the politicians, in contrast, are religious while the median voter or a large majority of voters are not, then the politicians may opt for institutions based on their religiosity at a cost (a risk of losing votes). This is a price they may be willing to pay; and in any case, they may thereby yield support from religious interest groups that may be used to regain votes. Regardless, the actual decisionmaking then takes place within the framework of given political institutions, resulting in a certain rule of law and a certain system of property rights. Lastly, we do not rule out that the rule of law and property rights can influence religiosity: this is illustrated by the dashed line in Figure 1 . For example, it could be that property rights and the rule of law are associated with a widespread feeling of certainty and security that reduces the need for the comfort that religiosity might bring. Irrespective of whether this causal direction is also at work, we believe there are good reasons to expect religiosity to affect our institutional variables (and we return to a causality test using instrumental variables).
The next question concerns what religiosity implies about what the rule of law and property rights should be. One could envisage theoretical reasons both for a positive and a negative effect on the quality of institutions. Note that we do not consider the beliefs of particular religions but religious beliefs and practices that we believe to be common to most religious people. This follows from using religiosity in general, and not membership rates of specific religions, as our main explanatory variable. Clearly, there is large variation within and between religions, but we try to pinpoint factors that seem to be shared by most ardent believers.
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First, why expect a positive effect? We see at least two possible mechanisms. One is a general element of virtually all religions, namely the propagation of ethical teachings which stress that honesty, generosity and fairness towards all are highly virtuous attributes and that prohibit certain types of behaviour, such as cheating or theft, which are likewise embodied in the rule of law and the legal protection of property rights.
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Similarly, the idea of punishment is prevalent in most religions, both in this life (from social methods to physical ones) and in the afterlife (for example in the form of purgatory, hell or rebirth as something less flattering). The attitudes of the faithful may thus be geared towards an acceptance of and support for formal institutions that provide rules and enforcement similar to that espoused in their religions. Add to that some findings that indicate a deference to authority in religious circles (Mueller, 2009; Fere and Klanjšek, 2009; Wisneski et al., 2009; Putnam and Campbell, 2010) , which suggest that the legal apparatus and the government more generally are seen as desirable, stabilizing features of an unsafe existence. Moreover, if the religious are indeed more likely to abide by rules or have a strong intrinsic motivation not to commit crimes, this would ease the resource constraint on legal systems, which could increase quality.
Another possible mechanism pointing at a positive relationship has been formulated by Hayek (1991: That is, through a process of cultural evolution, societies that have honoured property rights have been able to flourish and survive, whilst other societies, and the anti-property teachings and practices that characterised them, have disappeared. 7 This suggests that present-day religiosity is positively tied to a strong protection of property rights and, by implication, a strong rule of law.
However, there are also arguments as to why religiosity can exert a negative influence. We will briefly mention seven such arguments. First, a religious outlook on life tends to entail anti-materialism and a focus on the eternal; one possible view is that all material things are really the possessions of some god (Wilson, 1997) . This could manifest itself in a disinterest in or hostility towards formal institutions, an important motive which is to secure the growth of possessions and wealth. Second, a common view among the religious is that the rich have a moral obligation to help the poor. This could lead to support and demand for redistribution and weakened property rights. The latter is especially probable to the extent that the rich are perceived as having acquired their wealth or high incomes in 'sinful' or illegitimate ways, such as through usury or the illegitimate acquisition of property (now or by forefathers). Hence, this could legitimize a weakened protection of property rights, through expropriation, confiscation or regulation. Third, there is in general, among religious people, a belief in reward and punishment in an afterlife, either through an eternal state of suffering or through rebirth as something less pleasant (McCleary and Barro, 2006) . While this could create some sympathy for a legal order, we here suggest that it, to the contrary, can cause the faithful to regard worldly punishment as less important, since justice will be metered after death.
Fourth and partly related to the former point, religiosity and formal institutions can be substitutes in the provision of orderly conduct. This could come about through the belief of the religious in divine or cosmic punishment if transgressions are undertaken, or through the expectation that religious organizations or individuals in their vicinity will punish those who behave badly. It could also arise due to an internalization of the devout of ethical rules to the effect that they do not wish to behave in a socially destructive way. In effect, their preferences have been shaped in such a manner. If people in general, due to the prevalence of the religiously based mechanisms, shy away from opportunistic behaviour of various kinds, this makes the perceived need for formal institutions of law and order weaker (Iannacone, 1998) . Fifth, religiosity seems negatively related to social trust (Berggren and Bjørnskov, 2011) , and since trust is beneficial for general agreement and the production of public goods (Putnam, 1993; Hull and Bold, 1994) , like the rule of law, this suggests that religiosity stands in a negative relationship to that kind of goods. Sixth, we note the possibility that religious organizations may consider strong legal systems as competitors. Most religions aim at enforcing specific rules and teachings, some of which are also enforced by modern judiciaries and legal organizations. Organised religions that provide a form of informal protection of property rights may therefore perceive developments towards stronger and more independent judiciaries as a threat to their power base. They may, for this reason, have a special-interest incentive to work against particularly strong formal institutions, and may be more successful the more voters are religious.
This leaves us with a simple theoretical structure of how religiosity affects the design and practical use of formal institutions in the political process, through voters, interest groups and politicians, partly due to the convictions of the religious and the catering of politicians to those convictions, either because they share them or to secure votes, and partly due to behavioural effects that influence the perceived need for formal institutions. It bears noting that the theoretical prediction as to whether the relationship is positive or negative overall is ambiguous, which calls for empirical analysis.
Data
In order to test our overall hypotheses, we draw data from a number of different sources. First, we use two different measures of property rights protection and the rule of law. Both are de facto measures and can therefore be seen as indicators of enforcement quality. Measuring the quality of institutions is not an easy task -one problem being that measures are subjective, somewhat vague and not always transparent -which is why we opt for two rather different approaches to construct such measures, with opposite strengths and weaknesses.
Our first choice is the Heritage Foundation (2010) measure of the protection of property rights, which measures the strength of property rights protection; it goes from 0 (no protection) to 100 (full protection)
with New Zealand at the top (95 points) and Venezuela at the bottom (0 points). The index is 'an assessment of the ability of individuals to accumulate private property, secured by clear laws that are fully enforced by the state', based on data from the Economist Intelligence Unit and the US Departments of State and
Commerce (Heritage Foundation, 2010) . The index thus measures the degree to which private property rights are legally protected and enforced by the government. It also measures the risk that private property will be expropriated or nationalized by the government.
However, although the Heritage index is conceptually 'clean' in the sense that it clearly aims at measuring the de facto protection of private property rights, the way it is practically coded is not fully transparent. We therefore supplement the Heritage index with the World Governance Indicators measure of the 'rule of law' (Kaufmann et al., 2008) , which is a standardized variable with a mean of 0 and a standard deviation of 1 (for the complete sample). It measures 'perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, property rights, the police, and the courts, as well as the likelihood of crime and violence' (Kaufmann et al., 2008, 7) . It is, on the one hand, constructed by merging information from a large number of (up to 25) primary indices, which ought to reduce the inherent noise of the index. This implies that anyone with access to the full dataset can, in principle, replicate the index and test its sensitivity to the inclusion or exclusion of separate primary indices, which is not an option with the Heritage index. On the other hand, compared to the Heritage index, recent tests suggest that the World Governance Indicators tend to lack conceptual differentiation (Knack and Langbein, 2010) . We prefer to remain agnostic with respect to the relative merits of each index and provide results for both throughout the paper.
Our measure of religiosity comes from the Gallup World Poll (Gallup, 2009 ). The poll asked respondents 'Is religion an important part of your daily life?' and our measure is the share of the population that answered 'yes' to this question. The validity of the question as a measure of religiosity, salience and strength of beliefs has been previously corroborated (Halman and Draulans, 2006) , making it a good complement to other measures in the literature. We furthermore prefer this to more specific measures, such as beliefs in hell or an afterlife, since these beliefs tend to be specific to certain religions and since data are not available for a broader country sample. An inherent risk in using indices of this type is that they are perceived differently across cultures. Yet we believe this is a minor problem in our case, since the Gallup measure correlates very highly with other alternatives, such as weekly attendance rates at places of worship and shares of agnostics and atheists in the population (Berggren and Bjørnskov, 2011) . In addition, while one would ideally want panel data in order to identify effects of changing religiosity, we note that no such data are available for any but very few countries. Our choice of the Gallup indicator, which is available for a large cross-section of countries, is therefore the best practical option currently available.
We control for two other aspects of religion. Relating to the previous literature, we include the share of populations belonging to Protestant, Catholic or Orthodox Christianity, Islam or an Eastern religion (Buddhism and Hinduism). We get these data from CIA (2010), supplemented by USDS (2009). We also use a measure of religious diversity, deriving from Alesina et al. (2003) . The index is calculated as one minus the Herfindahl-Hirschman index of the composition of religious affiliations in the population.
although one could argue that this follows from taxation being seen (subjectively) as legitimate. Instead, the Heritage Foundation reserves a separate index to taxation and similar elements of government intervention.
We include a battery of further control variables. As is standard, we use the logarithm to purchasingpower adjusted GDP per capita and openness measured as trade volumes; both variables derive from Heston et al. (2006) . We also add social trust (Uslaner, 2002; Berggren and Bjørnskov, 2011 ) and a set of dummies for three categories of legal origins, following Glaeser and Shleifer (2002): common law, civil law and the particular mixed Scandinavian tradition. The latter also effectively controls for whether results are likely to be driven by Scandinavia, which is the region of the world with the lowest levels of religiosity. We use dummies for five regions: Asia, Latin American and the Caribbean, North African and the Middle East, SubSaharan Africa, and the post-communist countries of Central and Eastern Europe.
In addition, we control for the level of democracy or political competition by employing the index used in Aghion et al. (2004) and Bjørnskov (2010) . The index is calculated by categorizing democracy in four levels depending on (1) if the Polity IV index is above 5; (2) if the Herfindahl-Hirschman index of the legislature (based on seat shares in parliament) is below .7; (3) if the country does not have a presidential system; and (4) if, in this case, the political system is not characterized by a president with substantial discretionary power (Bjørnskov, 2010: 335) . These criteria are successively added up to form an index between 1 and 4, such that 4 is given to non-presidential countries with high Polity scores and substantial competition, 3 is given to similar countries with weak presidents or non-presidential systems with little competition, and so on. The logic in the present context can be described as follows. The first criterion roughly ensures that countries are formally democratic, that is, that they hold free and fair elections at regular intervals. Given that (1) holds, the second condition captures the degree to which formal democracy is accompanied by actual political competition. Finally, we differentiate the score between parliamentary (two points), weak (one point) and strong presidential systems in the last two conditions. In our particular setting, drawing this distinction might be important as stronger presidential systems imply that the religious beliefs of the president might be able to dominate the political process. For this variable, countries are fairly evenly distributed across our sample, with 21 countries in category 1, 39 in category 2, 33 in category 3, and 23 in category 4. To make sure that the effects identified are not a result of this particular democracy measure, we use the dichotomous minimal democracy indicator from Cheibub et al. (2010) as an alternative. It denotes democracies with a dummy variable taking the value 1 and other countries with a dummy variable taking the value 0. The key factor of classification is whether the executive and legislative offices are filled through contested elections or not.
To test whether potential effects run through the political system, we also provide a set of interactions between the two measures of democracy and religiosity, which provides information on whether or not potential effects are likely to run through the political process or not. For the central interaction results using our main measure, we provide the point estimates and conditional standard errors for all four categories of democracy using the delta method (Brambor et al., 2006) .
We report results estimated with OLS throughout, supplemented by a set of 2SLS estimates using confidence in religious organizations and a dummy for the Nordic countries as instruments. We believe these instruments to be valid as the Nordic countries do not have different property rights protection than other countries at the same level of economic development, and religious organizations are de facto independent of government formal institutions (although all of them except Sweden have de jure state churches).
Confidence in these organizations ought therefore not to depend on the quality of formal legal institutions as they are formally and practically separate organizations with entirely separate purposes. Both of these instruments are furthermore related to religiosity (negatively and positively). When providing 2SLS
estimates of interaction effects, we add a full set of interactions between instrumental variables and political competition (the interacting variable) to alleviate the non-linearity bias described by Kelejian (1971) .
All data are summarised in Table 1 . 
Empirical results
We start by simply plotting the relation between religiosity and the Kaufmann index in Figure 2 . As our theoretical prior is that part or all of the relation is mediated through the political process, we exhibit the simple regression lines through the subsamples with low and high levels of political competition, respectively. The relation does seem to depend on political competition, and is especially negative in the highly democratic countries; the two regression lines for high and low competition differ significantly below a level of religiosity of approximately 65 percent. However, other factors that are correlated with religious characteristics may well drive some of these differences, and we therefore now turn to regression analysis. 
Main results
We estimate the association in a cross-section of up to 112 countries with full data; results are reported in The missing association between institutional quality and trust is a consequence of treating it as homogenous. Knack (2002) and Bjørnskov (2010) argue that there is a strong association in the democratic half-sample but no clear association in the other half. As it does not affect our main results, we do not make this distinction in our analysis. Notes: Heteroscedasticity consistent standard errors in parentheses. * Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
However, we find strong support for a negative and sizeable effect of religiosity on the Heritage index of property rights protection, and somewhat weaker evidence of a likewise negative effect on the other indices. Hence, what seems to matter for an effect of religion on the design of formal institutions, like the rule of law and property rights, is not the dominant religion per se but the level of religiosity. The larger the share for which religion is an important part of daily life, the weaker the rule of law and the protection of property rights. As far as we know, this is a new result in the literature.
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Conditional associations and causality
While we find some evidence of a negative effect of the strength of religious beliefs, two qualifications may apply: whether associations only arise under some conditions and whether they are causal. Fig. 2 and our theoretical considerations point to potentially heterogeneous effects depending on the type of political institutions. We focus on the degree of democratic political competition, which differs between countries.
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The direct effect on the rule of law and property rights can be expected to be positive: mature democracies with popular representation plausibly employ high-quality and fair legal systems (O'Donnell, 2004; Rigobón and Rodrik, 2005) . There may be a secondary effect of political competition, however, in the sense that it can also influence the size of the effect of religiosity, although it is not theoretically clear in what direction. In autocracies with no political competition, religiosity would influence the legal and economic institutions more if the autocratic leaders were either religious themselves or open to religious sentiments in the population. In a democracy, on the other hand, the model of Fig. 1 applies straightforwardly, and if there are many religiously devout people, the effect of religiosity can be expected to be strong.
We test the possibility of interaction effects in Table 3 , where all regressions include the full baseline specification from Table 2 and where columns 1 and 3 in Table 3 report the main estimates from Table 2 . As 11 We have tested whether the effect of religiosity is stronger in countries dominated by certain religions. When we compare the DFBetas of countries with different majority religions, we do not find any clear differences, supporting our contention that religiosity, rather than individual religions, that matters.
can be seen, there is a negative interaction effect. 13 To better grasp the distribution and size of the effect, we present estimates with conditional standard errors calculated by the delta method (Brambor et al., 2006) for the four levels of democracy in Table 4 . Table 2 . Heteroscedasticity consistent standard errors in parentheses. * Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
The OLS estimates show clear evidence of heterogeneity: they are significant in categories three and four in which countries have both free elections and some level of political competition, but not in categories one and two, with no or little political competition. Effects of religiosity on protection of property rights in democratic countries are not only of statistical significance, but of economic and political significance too.
At political competition level 4 (3), a one standard deviation increase in religiosity is associated with a decline in the Heritage index of 42 percent (26 percent); with the Kaufmann index, a similar increase results in a 28 percent (16 percent) decline. In comparison, effects of a one standard deviation increase in religiosity with both indices in full democracy are slightly larger than the effect of a one standard deviation decrease in GDP per capita. These findings suggest that the negative effect of religiosity on the rule of law and property 13 While the measure of political competition is categorical, we treat it in the interactions as if it was continuous. We have performed a full set of analyses with each of the four categories represented as dummies and noted that the effect per se as well as the interactions are approximately linear. We therefore prefer to use the more efficient specification with political competition treated as a continuous variable. Results are available on request.
rights protection comes about through the democratic political process, as religion affects voters, interest groups and politicians. Notes: All regressions include the full baseline of Table 2 . Heteroscedasticity consistent standard errors in parentheses.
* Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent. All column entries are from the same regression, but evaluated at each of four different levels of political competition by the delta method. Columns 1 and 3 pertain to the regression results in Table 3 , columns 2 and 4; columns 2 and 4 pertain to the regression results in Table   5 , columns 2 and 4.
We have so far interpreted the associations as causal, and to see whether this is reasonable we report 2SLS estimates of religiosity in Table 5a . The instrumental variables identifying religiosity in the first stage are average confidence in religious organizations and a dummy for the Nordic countries (Denmark, Iceland, Finland, Norway and Sweden), as motivated in section 3. Notes: All regressions include the full baseline of Table 2 . Heteroscedasticity consistent standard errors in parentheses.
All IV results are estimated using limited information maximum likelihood. Instrumental variables are confidence in religious organizations and a Nordic dummy. First stage statistics with the interaction term refer first to religiosity, second to the interaction. The IV estimates include a full set of interactions between political competition (democracy) and the instruments. * Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
In our causality tests, the validity and strength of our instruments are supported by strong first stage statistics (reported in full in Table A1 in the Appendix) and clearly insignificant Hansen's J statistics. 14 The estimates are very similar to those obtained by OLS. Religiosity remains overall significantly negative in columns 1 and 3, while results in columns 2, 4 and again suggest that effects only appear in countries with sufficient levels of political competition. Table 4 also reports 2SLS estimates across the four categories for direct comparison. For both indices, the instrumental estimates if anything imply stronger effects, yet the difference compared to the OLS results is not significant. When we in Table 5b replace the measure of political competition with the less detailed but conceptually clearer democracy indicator (DD) from Cheibub et al. (2010) , which relies on a more minimalist definition of democracy, we note that inferences remain largely unchanged, such that the findings are not specific to the particular way we capture the characteristics of political institutions. Using this indicator, we find that religiosity evaluated at democracy exerts an effect of the same size as that evaluated at the top score of the political competition index in Table 5a . With the Heritage index, the point estimate of religiosity with democracy is -32.55 (standard error 10.18) and with the Kaufmann index, the estimate is -1.40 (standard error .39); both are significant at p<.01.
As far as instrumental variables can inform about causality, we believe that these estimates can be interpreted as causal effects of religiosity on the enforcement quality of formal institutions through the political process. This being said, we do not rule out a causal effect in the other direction. While our 2SLS
estimates do not appear to differ significantly from the simple OLS estimates, we cannot on statistically safe grounds reject the reverse causal direction. p<.305), which yields a point estimate of religiosity of -1.638 (standard error .732). Ideally, we would also have liked to instrument political competition. However, as in most of the institutional literature, our search for valid and sufficiently strong instruments has been in vain. We nevertheless believe that the potential endogeneity problem is not excessive, as recent studies tend to find that the causal direction runs in the direction hypothesized in this paper (see, e.g., Rode and Gwartney, 2012) . Notes: All regressions include the full baseline of Table 2 . Heteroscedasticity consistent standard errors in parentheses.
All IV results are estimated using limited information maximum likelihood. Instrumental variables are IQ coefficients and the circular distance to London. First stage statistics with the interaction term refer first to religiosity, second to the interaction. The IV estimates include -now as in the previous version of the paper -a full set of interactions between political competition (democracy) and the instruments. * Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
Further sensitivity analysis
While our estimates are significant and quite sizeable, they could nonetheless be spurious for several reasons.
In this section, we provide a sensitivity analysis exploring three sources of such bias: 1) alternative measures of religiosity; 2) model specification; and 3) outlier influence. We start by employing two alternative measures of religiosity in Tables 6 and 7 . Table 2 . Heteroscedasticity consistent standard errors in parentheses.
* Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
In Table 6 , we replace the importance of religion in daily life with the share of non-believers (atheists and agnostics) in the population. While we find that this share is not significant at the sample mean or when interacted with religious diversity, the interactions with political competition tell the same basic story as in previous tables. With both indices, effects are strongly significant at the top level of democracy and weakly significant (at the 10 percent level) in category 3. In Table 7 , we instead use weekly attendance rates at religious services as a proxy for religiosity. Similarly to previous tables, the interactions with political competition strongly support systematic heterogeneity.
16
16 What may appear as a puzzling significant negative association between the share of non-believers and the Heritage index is a consequence of assuming that the interaction is linear. When categorizing this variable (not shown), we find no evidence of negative associations at low levels of political competition, but proportionately stronger evidence at high levels of political competition. We note that when we categorize the interaction with other proxies for religiosity, we find no evidence of similar non-linearity problems, which seems specific to using shares of non-believers. Table 2 . Heteroscedasticity consistent standard errors in parentheses.
The estimates suggest that a one-standard deviation change in either religiosity indicator is associated with a decline in property rights protection and the rule of law of somewhere between 25 percent and 40 percent of a standard deviation with full democracy, depending on the choice of indicator. We also find support for effects at the next level of political competition but no unambiguous evidence of effects in countries without some level of political rights. In all, we think these alternative measures indicate a fairly robust negative effect of religiosity in settings with strong democracy. In Table 8 , we instead turn to the issue of model specification. We add six variables that may arguably be associated with both property rights protection, on the one hand, and with religiosity, on the other. We start by adding intelligence quotients (IQ), as a number of studies show that intelligence and religiosity are related (Nyborg, 2008; Lynn et al., 2008) . Second, we add government size, as measured by government final expenditures as a share of GDP, due to the argument that the importance of religion may decline due to the government taking over social services from churches (Barro and McCleary, 2005) . Third, we note that religion is traditionally an issue for conservatives. As the Heritage Foundation is known to be conservative, this might be a source of bias in the property rights index, which could create a spurious correlation between religiosity and rights. We therefore include a measure of government ideology, calculated as the 20-year average of Bjørnskov's (2008) that the interests of organized religion are formally included in policy-making or, on the other hand, be either a way to sterilize any potential special interest effects or simply reflect a low level of religiosity (Iannaccone et al., 1997) . Finally, we add education, measured as total secondary school enrolment, which may affect both religiosity and governance.
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While we note that we find evidence of significant associations between de facto institutional quality and IQ, coups and having a state religion, and between the Heritage index and government ideology, none of the variables change the estimates of religiosity and its interaction with political competition. We therefore do not change our inferences due to this exercise.
We finally turn to the issue of potential outliers, which we identify in two different ways: 1) we exclude observations from our sample based on Cook's D (larger than 1.5 standard deviations); and 2) we exclude the tails of the distributions (the top and bottom deciles) of property rights and religiosity. We report the results of this exercise in Table 9 . Notes: All regressions include the full baseline of Table 2 . Heteroscedasticity consistent standard errors in parentheses.
Results in columns 1, 4 and 7 exclude observations with a Cook's D larger than 1.5 standard deviations. * Significant at 10 percent; ** significant at 5 percent; * significant at 10 percent.
Columns 1 and 4 first report the results of removing obvious outliers, as identified by Cook's D. With the Heritage index, we find six outliers, while the Kaufmann index yields one more. However, the central results are clearly not driven by these observations since the main results are unchanged from previous tables. In columns 2 and 5, we explore if the results are driven by observations in the tail of the distribution of religiosity, while columns 3 and 6 report the results of excluding the tails of the distributions of our indices. In either case, we test for the degree to which results generalize to most of the sample. Our results also prove robust to these tests. We therefore conclude that our main result -that religiosity is significantly negatively associated with the quality of economic-judicial enforcement institutions in democracies -is robust to standard sensitivity tests.
Concluding remarks
We have explored the cross-country association between religiosity and two indices of the de facto protection of property rights. Whereas the previous empirical literature has predominantly utilised religious membership shares as their measure of religion, with ambiguous findings, we introduce religiosity (measured as the share of people in different countries that indicate that religion is an important part of daily life) as a new aspect of potential relevance for institutional quality.
One can expect religiosity to affect formal institutions through the political process. Religiosity influences voters, who may try to influence politicians either directly or through interest groups and towards whom politicians may extend proposals that appeal to them, given their convictions. For that matter, politicians can be influenced by religiosity themselves in a way that affects their positions on institutional design and practice. In addition, religiosity can affect aggregate behaviour, for example with respect to criminality, in a way that has bearing on the perceived need for formal institutions.
Speaking in favour of a positive effect of religiosity is the widespread acceptance of rules and authority among the religious and an evolutionary argument that only societies with religions accepting the rule of law and property rights will tend to survive in the very long run. Speaking in favour of a negative relationship is, among other things, that religiosity often entails anti-materialism and other-worldliness; that religions tend to favour redistribution from the rich to the poor; that the religious believe in justice in an afterlife, which reduces the need for justice on earth; that order can be provided through religious rules and preferences, such that formal institutions are not perceived to be needed; that religiosity is negatively related to social trust, which implies difficulties agreeing on the production of public goods; and that religious organizations may regard formal institutions as competitors.
In the empirical analysis, we find a clear, negative and statistically significant effect of the importance of religion in daily life on two institutional measures. Furthermore, religious membership shares over countries are not in general statistically significant, which implies that it is not religious membership per se that matters but the degree to which religion is taken seriously. Then, people feel a strong motivation to adhere to their religious beliefs and to try to make others adhere to them. Hence, one can expect involvement in the political process from the religiously devout and religious organizations, with effects on institutional design. Through an instrumental-variables approach, we find support for a causal effect. Although we cannot rule out that institutional quality has some feedback effect on religiosity as well, we note that OLS estimates seem unbiased, which one would expect them not to be in the presence of strong reverse causality.
We interact religiosity with a political competition index, which can be seen as a measure of democracy, in order to see if the effect stems from the political system. We find that the higher the degree of political competition, the larger the negative effect of religiosity, which suggests that in democratic settings, the religiously devout are more successful in 'getting their way'. This interpretation is moreover supported by the fact that we do not find any robust evidence of effects in non-democratic countries. The same results are obtained using an alternative democracy measure, a dummy variable classifying countries as democracies if their executive and legislative offices are filled through contested elections. In addition, we have carried out a sensitivity analysis, by using alternative measures of religiosity, by including additional control variables and by deleting outliers, and the results largely confirm our main findings.
In all, our results provide new evidence of the social, political and economic effects of religion, adding to a growing field of cross-disciplinary research. Future studies could delve deeper into the precise mechanisms behind a negative effect of religiosity -for example with regard to how political influence is achieved by the devout and whether religiosity affects behaviour which in turn affects institutional design. It would also be of interest to look at direct effect of religiosity on economic growth (extending Durlauf et al., 2011) and other aspects of economic freedom. Lastly, a time dimension could be introduced as more data become available.
